
proved In 188. Mis bondsmen are Jesse B.
Wilson, president of the Lincoln National
Bank, and a prominent local capitalist;
Charles B. Church of 306 11th street south'
west, a retired busines man, and George T.
Deering, deesed. Mr. Dewing died only
a few months ago. He was a retired con-
tractor. Mr. Petty Is said to have been
most pleasantly reassured by his surviving
bondsmen.
In examining Watson's papers this morn-

ing the District authorities found an en-
velope marked "J. )j. A. Watson. Per-
sonal." Inside they discovered checks sign-
ed by Auditor Petty amounting to nearly
$10.000. Some were canceled checks, and
some had not been cashed. One of the lat-
ter was drawn by the auditor in August.
1901, and made payable in the Indorsement
to the collector of taxes. Mr. Watson had
scratched a pen through the name of the
collector. It Is Impossible as yet to tell
just how far his operations have gone. It
will require weeks to learn the extent of
his elever manipulations.

It is not even known as yet just what
special funds are the chief sufferers from
his peculations. There were three classes
of accounts handled by Watson. and the
s3stem of checks In use in the office is said
to be so lax that the matter has got into
a deplorable condition. The best estimate
Mr. Petty could give Commissioner West
this morning was 367A00. At one time it
was thought the amount was $73,000. It
may go up or down, as matters develop.
In his conference with Commissioner West

this morning. Auditor Petty admitted that
lie had not required a bank return from
Watson when the latter had taken funds to
deposit. The collector of taxes when send-
ing money to the treasury receives in re-
turn a cash ticket, and later a more com-

plete acknowledgment from the treasury
officials. Mr. Petty did not require such
memorandum from Watson.
Commissioner West asked him If he kept

close watch on the entries in the bank
book. Mr. Petty said he did not. He as-
sured Commissioner West that he had im-
plicit confidence In Watson, that he knew
nothing of his having been an inmate of
the reform school and was not acquainted
with the rumors that had been floating
about as to "where Watson got It." It
was then that Mr. Petty declared he as-
bumed entire responsibility. It seems that
Mr. Petty Is the only official upon whom
the loss will fall, although a certain class
of depositors may sue the District.

The Deposit Fund.
Perhaps the most vitally Interesting point

to the taxpayers is the character of the
funds from which It is now believed that
Watson took the money. The first of these
Is what is known as the "deposit fund."
This fund is created by deposits from the
street railroad companies, telephone and
telegraph companies and plumbers. They
deposit a given amount, estimated by the
District engineers, to cover the cost of
putting the street pavements in proper con-
dition after they have finished their un-

derground construction. Each plumber Is
required to deposit the sum of $25 before
making a cut in a street pavement. In
the case of railroad and telephone com-

panies the amounts deposited are very
large.
An Instance of this may be stated just

recently. The Great Falls and Old Domin-
ion Railroad Company, which recently se-
cured permission to lay a street car track
across the Aqueduct bridge, deposited only
a few weeks ago the sum of $25,000 with
the Commissioners to cover the cost of al-
terations to the bridge. Mr. A. I. Randle,
president of the East Washington Heights
Railroad Company, deposited the sum of
$4,000 for laying tracks across the Pennsyl-
vania avenue bridge over the Eastern
branch.
This money was not turned into the

United States treasury. It was paid into
the offiee of the collector of taxes on esti-
mates made by the engineers. The collec-
tor kept the money separate from the.tax
accounts and deposited it In a private bank.
When charges were to be made against

this money the auditor drew a warrant
on the collector of taxes and placed the
amount so drawn to his credit in another
private bank Mr. Petty would then make
payments from the fund on his personal
check. with "Auditor D. C." under his sig-
nature.
Watson had complete charge of this

money and so manipulated it that he drew
out of it at will. The average collections
'or the fund amount to about ,000 yearly,
but of late this has been largely increased.
The deposit fund was not created by law

of Congress. The plumbing deposits were
prescribed by the Commissioners in the
plumbing regulations, while the 4eposits

.-of the railroad companies and others for
'repair of pavements is an office practIce
of the engineer department approved by tha
board of Commissioners. The manner in
which the funds are handled was also pre-
scribed by the Commissioners, although
they, of course, left the bookkeeping and
auditing arrangements in the hands of the
under officials.
It is from this fund that it is believed

the heaviest drafts were made. Comamis-
sinner West stated today that he under-
stands an effort was made two years ago
to have the Treasury Department handle
these funds, but at that time, It Is under-
stood, the officials declared they preferred
not to be bothered with the trust account.
There have been instances, however.

where the treasury has acted as bank for
the District. and an effort will now be
trade to have the treasury take the money
in the future.
"There is no reason, though," declared

Commissioner West, "why the money
should not be handled here if the proper
safeguards were thrown about it and the
accounts kept in a stricter manner."
Mr. West said he admitted that he did

not know until the developments of yester-
day that any money whatsoever was han-
dled in the auditor's office. He though that
this office simply passed vouchers, accounts
and the like and kept a strict lookout on
the expenditures of the other departments.
Mr. West said he had left the auditor's

office until the last to investigate into Its
methods. He has gone into the practices
of the other departments assigned to him
since he qualified as Commissioner, and
was about to reach the auditor when the
exposure came.

Whole Cost F'und.
The second fund from which It is believed

that Watson has taken large amounts Is
what is known as the "'whole cost" fund.
This fund Is created by the deposits of citi-
zens or corporations who are to pay the
entire cost of an improvement.
For instance, one of the checks found irf

Watson's desk today was for 3079, drawn
on a deposit by the Capital Traction Com-
pany and Bernard R. Green, who had re-
quested the construction of catch basins lrf
certain sections of the city which the car
lines reached. The "whole cost" fund IB
separate and distinct from the half-and-
half permit and assessment fund. The
"whole cost"~ money is handled entirely b$'
the collector of taxes and the auditor, while
the half-and-half money is handled through
the Treasury Department.
In making a whole cost deposit the citi-

zen desiring the work has an estimate
made in the engineer department and de-
posits the amount named in the slip in
the office of the collector of taxes. The
collector puts the money In a private bank,
as in the case with the deposit fund de-
scribed above, and turns it over to the
auditor from time to time as requisitions
come to him from the latter.
There is one circumstance connected

with this fund which is rather difficult of
explanation. The work Itself im done out
of the assessment and permit appropriation
made by Congress. When Auditor Petty
learns the cost of the job he draws a per-
sonal check on a bank in which he makes
deposits and sends this check to the Treas-
ury Department to repay the assessment
and permit appropriation.
The "whole cost" work is done without

act of Congress, but Is lumped In with the
general assessment and permit work. The
Treasury Department officials do not know
from what source the money comes so far
as the fund under their care Is properly
replenished from time to time as expendi-tur-es are made from It. The "whole cost"
system is an office practice prescribed by
the Commissioners in orders made in 388
The loophole through which this money

escaped was in transit of checks from theauditor to the treasury through the cot-
lector of taxes, Instead of going to the
col lector Watson is alleged to have
changed the indorsements and cashed the
checks himself. He eliminated a number
-of such checks from all his accounts,

The Personal lund.
The third fund from which Watson may

have stolen, but which ha not ben $e-

e termined as yet, is the half-and-half as-

esment and permit fund. This fund is
handled through the Treasury Department
strictly in accordance with the law.
.When a citisen desires a sidewlk, of
w ehhe is to pay one-half the east, he
de ofsthe estimated one-half cst in
the hands of the collector - of taxes. This
money is immegiately doit by thecollector In the Treasury Ieatntand
is ,krcow as the 'inft " When the

from the assessment and permit appropria
tion in the Treasury Department.
Then In order to reimburse the appropria

tion for the eltisens' one-half the cost, the
disbursing officer, Mr. C. C. Bogers, draw
a check on the fund created through th
deposit of the one-half of th sethnnae
cost and sends it through the aiditor a;'
the collector of taxes to the treAsury fI
credit to the appropriation. It Is believW
that Watsoft may have intercepted some o
these checks between the audigns's a1W
and the collector's offleo. There mai b
33,000 miming in this connection. Thi
lown would also fal on the auditor, as thg
disbursing offieer draws the checks onl:
upon vouchers and receipts in full for
warded to hirs by the auditor.

Gone to Now York.
No one, save the colored woman servant,

could be seen at the Bryant residence, the
hose Of Watson. late this afternoon. She
stated that Mr. Bryant, the prisoner"
father-in-law, left for New, York city this
morning to attend to business. Sbe could
not, however, state when he was expected
to return to Washington, nor the nature of
his mission. She also said none of the
members of the family were at home.
It is said that Mr. Bryant has gone to

New York to raise the money to make good
his son-in4aw's defalcation. Others say
he has gone to Atlantic City to join his
daughter.

Watson's Pgoperty.
Corporation Counsel Duvall this afternoor

stated that he has not taken any action In
the Watson case. Mr. Duvall was asked
if It is the intention of the Commissioners
to endeavor to recover against Mr. Wat
son's property.
The corporation counsel declined to dis-

cuss the matter, explaining that If the au-
thorities had any idea of prooceeding against
Mr. Watson by a civil action they certainly
would not disclose their plans in advance.

AT POLICU COURT.

Watson Held in Bond of $30,00C
Today.

Upon the arrival of Watson at the Police
Court this morning the prisoner was
taken to the court room on the up-
per floor and turned over to the
bailiff, who gave him a seat between
a male and female colored prisoner. He had
been there but a short time before his
counsel, Attorney McNamara, appeared and
consulted Prosecuting Attorney Mullowny
As soon as the case on trial was concluded
the warrant against Watson was handed
to the clerk and the latter called: "James
M. Armstrong Watson."
The defendant walked in front of the

other prisoners to the rail of the dock and
stood there while the clerk read the war-
rant. Following the usual question he re-
sponded in an almost inaudible tone: "I'm
not guilty."
Attorney McNamara announced to the

court that it was the desire of his clieni
to waive an examination of the case and
have the court fix bond for his appearance
to await the action of. the grand jury.
Mr. Mullowny said to Judge Scott thai

he had consulted with District Attorney
Beach about the matter of bond and had
reached the conclusion to ask for notidng
less than $20,000 bond.
"In fact," the prosecutor added, "we bad

a tendency to ask for a greater bond. it
was stated that the alleged embesslement
covered a period of eighteen months or
two years and not desiring to impose any
hardship upon the defendant we agreed
upon $20.000 as the amount which would
be sufficient to insure his attendance."
Mr. Pugh, the assistant city solicitor, en-

tered court while Mr. Mullowny was dis-
cussing the question of bond and showed
him a letter he had received from Com-
missioner West. in which the latter made
the suggestion that bond In the sum of
$40,000 should be required. Commissioner
West said in his letter that he had seer
by the newspapers that S25,000 was the
amount of bond asked. and this amount he
deemed to be insufficient. He reached this
conclusion froln the allegation that the
alleged shortage w1ll- probably reach $85,000
Mr. Mulowny said to Judge Scott that lie
had just received the request from the
Commissioner, and he thought; he .should
give it some consideration.

Points ;iacussed.
The counsel for the defendant said Mr.

Beach had the same opportunity of know-
ing about the case as the Commissinner,
Reports yesterday, he said, alleged that
there was a shortage of 375.000, and this
morning it is down to 365.000. He was un-
able to tell what the amount will be by
this evening. Commissioner West, he
stated, is not directly concerned in the
ratter.
The court suggested that Mr. Mullowny

might desire to have a further consultation
with Mr. Beach.
Attorney McNamara called the attention

of the court to the fact that the amouni
charged in the warrant is $8.000, and he
thought the bond should be about twice
this amount.. or $15.000. The bond. he
argued. is only for the purpose of insuring
his attendance. and there is no probability
that he will run away. He has been out
of the city on his vacation, counsel stated
and returned. Then he has been at his
desk three or four days during the Investi-
gation of his accounts. He was at his
desk yesterday and made no effort to leave
the city after he went away from the of-
fice. Watson's Interests are alU here, coun-
sel stated; his property i here, and he has
no Idea of leaving the jurisdiction. He said
he thought 320,000 was an excessive amnouni
to ask.
Mr. Mullowny said he would ask that the

bond be fixed at 325.000, in view of the sug-
gestion made by Commissioner West, Hie
explained that the court was not hound by
his suggestion, and that bond In a larges
amount might be required if the court felt
disposed to impose It.
After counsel for the prisoner had inter-

posed another objection. the prosecuting
attorney maid that application eould be
made In the upper court for a reduction of
bail should the amount fixed by the* Police
Court be deemed excessive.

Finally Pixed at $30,000.
Mr. McNamara repeated the suggestion

that the court fix the bend at 315,000, and
said his client would be on hand when
wanted. He characterized his conduct
yesterday as a surrender to the authorities.
Mr. Mullowny replied that the fixIng o1

bond at 325,000 would Impose no hardship
on the defendant at this time.
"It certainly will impose a hardship on

him at this time," said Attorney McNa-
mara.
His client, the attorney went on to say.

had no intention of leaving here, and said
the rules of the bonding company were
such that he would find It a difficult matter
to get one of them to qualify as his surety.
His father-In-law, he said, Is In the city,
and will become answerable for his appear-
ance to answer any charge the grand jury
might see fit to bring against him.
Judge Scott said he was ready to disposeof the cluestion of bali. He spoke of the

consultation Mr. Mullowny had with the
district attorney, and remarked that Com-
missioner ~West knows what he is talking
about.

"I will certainly not fix bond in an
amount less than the attorney first asked,"
the court said, and assured counsel that
newspaper reports would not be considered
in determining the question. The judge
said he would fix the amount at 330,000, an
intermediate sum between the amount firstasked and that suggested by CommisalonerWest.

Question of Bail.
The papers In the case were sent from the

Police Court to the clerk of the Supreme~
Court of the District about 1:30 o'clock this
afternoon. This action takes the case out
of the hands of the Police Court. If bond
is given it will have to be taken with the
approval of one of the judges of the Su-
preme Court of the District. . In all prob-
ability consl will nke application for a
reduction of bail. Under the rules of the
bonding companies Watson will have tt
pay $1,500 for a bond of $80,000; and this
amount, it is stated, he is unable to pay
at this time. Whenm bi wifle returns home
from Atlantic City she may he able tc
arrange for her husband's release. It was
stated this afternoon that Watson's father-
in-law had gone -to New Yotk, but it is
believed -by some of the oeersw that l
has gone to Atlagnttc City to. get his daugh.

3b~eil et.
Up to 8 o'elock Watson had not filed aup

bond and if was stated- he wRl be takes te
Jail by fspuie United BtateA Marshe3
Lacey' at 4 e'ee@, asm hend is flied is
the m--==im-- --

The chare ws eehtM lnder ---ti--

"Whoever, being charged with collecti&
receit. safebsspng, transfer or dinburse-
ment at public oney or other property, or

of effects blionsng or payable to the Dis-
tsct of Cotni-ab. air In te custods of the
same, fraudlesetly cosvert to his own use.
or to we of any other person, body cor-
porats or nedaton whatever, or uses, by
way of Investment, In any kind of security.
stock. lean. property, or In any other man-
ser or form loans with or without interest
in aqy company. corporation, association or
InCMdual, excepting by depositing in
bank to said partys own credit.
in the usual course of business any public
-0ony. fUnds, property, bonds- security.
assets or effects received, controlled or
held by him for safekeeping or fot any
other .purpose shall forfeit all rights, by
way of commission 'r compefhtion, to
any part of the said money or other prop-
erty and shall be deemed guilty of embes-
slement of the whole of the money or other
property thus converted. used, Investe4
.loaned, deposited or paid out, and -shall be
Imprisoned for not more than twenty years
and fined In a sum not exceeding double
the value of the money or property em-
besled."

Forgery Also.
The transaction, upop which the District

authorities have -based their warrant and
first charge against Watson, is in regard
to a check and voucher for $38,000. It Is
believed that in this connection Watson is
guilty not only of embezzlement, but for-
gery as well. He is alleged to have pre-
pared a voucher, signed by the auditor, for
the transfer of the amount stated from the
deposit fund to the assessment appropria-
tion. Mr. Petty asked for- an explaiation,
and Watson glibly gave it.
Mr. Petty signed the check. It was

placed to the deposit of Watson at the Cit-
izens' National Bank, and afterward, when
Watson made a settlement at the bank, was
destioyed by him. Wqtson Is said to have
acknowledged the destruction of the check
to Mr. Alonzo Twedale, the deputy auditor.
The assessment and permit funds above

referred to coincide with each other so
often, and being continuing affairs, a great
deal of confidence has to be placed in the
honesty of the man in charge of them.
Their character and the manner of hand-

ling them permit of Irregularities that it
is said it is almost Impossible to obviate.
The funds are handled in lump sums. It
will require an examination Into almost
every transaction in which this fund has
been drawn upon during the last few
years to get Watson's affairs straightened
up. The task Is almost appalling.
The banks in which Mr. Petty has made

his deposits of trust funds are the Traders'
National. the Central National and the
National Capital. He received from these
a statement of the balances on hand there
today, but cannot tell as to- how they tally
with the correct figures that should obtain.

Whore It Went.
An effort is being made to learn what has

become of all the money alleged to have
been taken by Wat'soi. It is the general
belief that he has sunk It in the various
enterprises In which he was interested.
In addition to the newspaper, the barber-

shop and the patent medicine concern, he
is said to have backed a bucket shop on F
street until recently. It is presumed that
a considerable portion of the money may
have gone into this. Watson also engaged
with a partner at the District building- some
time ago in selling tips on the races, both
at the local and metropolitan tracks. His
connection with the paper is also being in-
quired into. Mr. Lapham was with him
in the paper enterprise, and it is charged
that both used their District positions to
Influence people to subscribe.
There is a great deal of talk at the Bis-

trict building today concerning the "Dis-
trict Co-operative Association," which
sprung into existence at the magic touch of
Watson, and without the knowledge of the
District Commissioners. The officers of this
association, as they appear on letter-heads
and circulars distributed by Watson, are:
A. M. McKenzie, president; D. C. Patter-
sop, vice president; J. A. A. Watson, sec-
retary and treasurer; F. G. Davis, F. H,
Loving and E. E. Jones, executive commiti
tee.
The president mentioned is generally

supposed to have been Mr. Alexainder, Me-Kenzie, formerly deputy auditor, but nmow
a member of 'the board of nersonal. taxappraisers. Mr. McKenzie admitted -today
that he was a subscriber to the absoeistion
and a depositor. but denied that he was
president. He declared he had never ac-
cepted any such ofice. Mr. McKenzie went
to. the Central National Bank today tq
learn if any. funds were on deposit there to
the credit of the association.
He- was asked If he was president, and

was told If he did hold the office the bank
would give, him the Information desired.Mr. McKenzie said he was not the presi-dent. The vice president appearing on tIe
letter heads is Dr. A. C. Patterson of the
health offce. Mr. E. G. Davis, the collec.
tor of taxes, said he also had subscribed
to the association, as he believed it a goodscheme to keep the clerks from borrowingfrom their chiefs or from one another.
The association proposed to lend moneyat 3 per cent interest for fifteen days. Mr.

Davis said he had never been acquainted
with the fact that he was a member of
the executive committee. The other two
members of the committee as appointed are
Mr. Loving of the auditor's office and Mr.
Jones of the disbursing office. Mr.. Lov-
ing stated today that he believed the af-
fairs of the association were intact.
The Commissioners this afternoon issued

an order officially dismissing Watson from
his place in the auditor's office, taking ef-
fect yesterday. A copy of the order was
sent to him at the Police Court.

In Beform School.
In regard to Watson's term in the reform

school It is alleged that he pleaded guilty
in March, 1890, to an indictment charging
him with forging checks of Dr. A. P. Far-
don on the West End National and the Co-
lumbia Banks to the sum of $2,750. He
claimed to be under seventeen years of age,
and was sentenced to the reform school un..
til the age of twenty-one. "He was then,"
said Dr. Fardon last evening, "a young
fellow with black eyes and black hair, with
a keenness that always attracted atten-
tion." Dr. Fardon went on to tell of the
sharpness and shrewdnes= with which
young Watson had cashed the forged
checks.
Watson worked for a man named Eric

Noble, an accountant, who had desk room
in the office of a real estate broker on F
street. He soon attracted the attention of
the doctor, who took an interest In him.
One day, however, the doctor discovered
that some one had forged a check for $350
in his name at the West End National
Bank. An investigation ensued, and C. P.
Williams of the bank recognized Watson
as the man who had presented the check.
He had cashed another 3350 check with

the same bank and checks to the amount
of $2,000 at the Columbia Bank. He had
been accustomed to cash checks for the
doctor at the latter's request, and then be-
gan the plan of making a check for the
same amount as that the doctor had, and
cashing both.
Before undertaking this, however, he had

practiced the doctor's signature, and finallybecame so expert that when all the checks
were examined by Dr. Pardon the latter
could not exactly tell which checks he had
signed and which had been forged by the
boy.
Young Watson finally confessed and

picked out the checks which'he had forged.
It was also shown at the :time that Wasnhad practiced the Imitation of the hand-
writing of several men in the oglece, as
sheets covered with signatures were foulid.Dr. Fardon said that this work was re-
markably clever. In addition to cashing
the checks, young Watson hadl planned tesecure them fromi the bankr and to destroythem. He did this In one instanna.He obtained all the monsy within aspac, of four months, and when arrestedon February 12, 18, had only about SUD.He was Indicted fog' forset-y on February27, and on the 25th pleaded not guilty. Onthe 1st of March, -however, he withdrewthis plea, and was se=nea to the reformschool, because hiq parents claimsed thathe was under seventeen years of age at
the tim Young Watson, however, re-mained In the scolbut Ave or ix weswhen, as Dr. Ferdn~g -as he was re-
leased. Dr. Pas4says .Watson had a re-markable talent -as . a= pmena; .He wrotea splendi heid.a -wesee detat i-Stating the wrtn of, ethers.Ii at he
was a sort of yonthu "Ji h Peanman."

A moitia thatsthe == s of bed in the.
Watson case-be-redn'*ese-l-br--ubmitted
to Justice Prielam& in Crela. Court No.
I at 10 o'clgegj; tosogry.Ti foregoing arrangessent weh effeaed
at the omie of Mr.. 3crgan~K.ahfJaite Statels atteenrwnfq be lNi~ oaColbb.nsto thi amaar n by Ato-
A.. UL Worthinglam ~.SS4nM,~m

who have bee retained as counsel by M
Watson.
Tihe Unte t..torney will not coi

se to ret the amount of bail.
Oftmer N e the Arrest.

The arest et Watson was reseeded *t p
lies beaa"ters as -aving beo made A
7:0Sclod, allMugh be *e'really in
tody about tisee huirs eUek. He we
f-Wi. at thd hon'a of fatbeMr-iA-Is
John H. Bryanti "0 Columabia road, *bei
he also lived. O far a. the detective
learned, the .young man had made no e:
fort to leave the city. Detectives Flathe
Paraom, Tyer 'ai'd Hartlsa eeeted ta
ares t and took the yo man to the tent
police statioM aft= remi at the boui
*ith'him bd5M'two hOurs. As stated I
The Star of yesterday, the puooe ogical
were keot on the move after Major Sylve
ter -and Capt. Boardma were told of it
alleged shortage in Watson's accounts. D
teetives were sent out in every direction i
do what might have been acoondpalshed I
the District building earlier in the day hI
they been advised. ef-wft-ws going
there during the morning hours. WatsA
had plenty of tim9 to leave theity had I
beep so 4isposed, a4 might possibly hai

rq~dCannaa
tItves 1lather and 1aimb% were 0

flT members of Capt. Boardman's sta
to reach the Colurnpla .road.ouse. The
were politely infoirmed .that no ,iembel
of the family were -at home They *ithdro
frum the house i y.patisfied that they ha
been misinform ,and while hey'left th
neighborhood for a short time thei' dido n(
go until they placed a police guard abot
the pre'isess A few minutes after the
had departed the house was visited by DI
tectives Hartigan and Tyser. Mr. Brya
assured the detectives that he would hal
his son-in-law at the house at 6 o'clock an
requested that. the latter be granted it
priyilege of taking dinner with him. Ti
detectives assured him of compliance wit
the request. and he then informed thei
that Watson was in the house and ha
been there most of the afternoon.

Accompanies Officers to Station.
Watson remained at the table until dh

ner was finished and he then went to tk
police station. During the time he was I
custody of the detectives he conversod sit
them freely, telling them that his troub1
-was the result of the loose way of keepin
the books. He had but little to say cor
cerning the alleged defalcation.' He mad
no Protestation of Innocence nor did he a0
mit his guilt. A warrant alleging the en
bezzlement of $8.009 had been sworn out I
Auditor Petty, and It was upon this charg
that he was held in custody. Bond we
fixed at 325.000. but no bonding company
representative- was found last night wh
was willing to take the risk. When it b4
came certain that bond-wOuld not be give
last night the -young man with a twent5
hour automdblle record 'between this At
and NOw York was escorted to a room I
the rear. part of -the -county police statioi
He fully realized the gravity of the sltus
tion when the heavy iron gate was dose
upon him and the- clieking of the lo3k a4
vised him that he was deprived of his freo
dom. During the time the detectives ha
hipn in their charge he said nothing abot
his wife excdbt that she waa in Atlant
City. This was in response to a questloput by one of the officers. Auditor Pett
called at the station and saw the man wh
had been a trustsd employe and whom hhad befriended. Both men were greatly alfected. Mr. Petty-remained in conversatiowith the prisoner a short time.

Watson is Photographed.
Watson left the tenth precinct police sta

tion this bAorni In charge of Police=a:
Hunt, and rode to police headquarters -o:
a street car; Reaching.the headquAftere c
the police department Watsou entered with
out even -gleneingaat tDe District building
where he"hid toed 'etiplyed as a clerk an,where, It .A .)w- appropriated a
much mon endtngthe stairs he wataken to tTrd o of the building t
the a local bureau of identification-. rofte alletted defabItemph8r -ohnson, Cerk Rabbitand others. Facing him was the big ma
c ne that i ds'Nen used for ths purposhotograhigfi many alfegbd wron,6rs.H realisod that the taking of hipicture was Inevitable."'m ging to take a good picture oyou," re ed tile Pian at the instrumani
"and will -ma,mao one that will give yo
the appear c f 'some of our roug:crooks.
Making hi 0 rbl oA a chair anget'ighrnL 4 8Lon the photographeremarke~ "et Yor lips and look pleasant."
Watson smileF; anAl In a few seconds th

ordeal was over. T~o negatives, one wit
the hat -on his head and *uother with I
off, were taken, and Watson was ushere
into the adf6inig'room, wbere It was pec
essary for him to remove his coat an,
shoes and stockings andg through thmeeaurements of the Bettillod system, Whethis work wAs complpted gy Clerk .Rabbit
he was escorteQ tothe Police Court by De
tectives ,HartIgan and -Parham.

All a Mistake.
While in custody at headquarters he wa

eent by a Star reporter and asked for
statement.

"It's all a mistake," he said. "That's, a
I have to say."
Asked if he had read In a-morning pape

what purported to be an interview wit
him he answered In the affirmative, and
said he regretted to say that It is true.
The Interview In part Is as follows:
"When I returned from my leave," sal

Watson "I reported at my office, and wainforme by the deputy auditor that whil
I was away my books and accounts ha
been found to be kept in a very careles
manner. Some papers had been misplacek
and the matter was under investigation.
was distinctly informed that I was not un
der suspicion, but that I must report at th
office regularly to assist as far as might b
to help In straightening out various mat
te on the books. Mr. Petty sent for m
and gave me a goed scolding for the man
ner In which my books were found, but a
no time did he accuse me of defalcatiox
nor mention that he thought there was
shortage, He did mentiott a check for som
$7,500. which could not be found, but he ha
since Informed me that this check has boo.
loeated.
"You may imagIge, therefore, with wha

Surprise I learned that I was accused c
dishonest conduct. I was at-the office thJ
morning, attending to my duties, a usual
especially In the- line of straightening ,ou
what I admit -to have been careless moth
ods in bookkeepin(. I left there before 1
o'clock and went .OUt town, as usual, at
tending to soine jatters of business. I
the afternoon I 'ent to look at some proporty In the northleest section of the city
I went home at 4 o'clock, or a little before
and was told b7 lny father-In-law. that th
police were looking for me.

Was $3rMsty SUrprised.
"I was greatly sur'prised, but remarke.

that I was at- home and could be fount
when wanted.- 'Ldid nots at the time knoi
that my house was surrounded. When
the'refore, the detectives called in compan:
With a friend of mine, I had no hesitanc:
In admitting them."*.
"How abt~t e'hatte- that you wor<

formerly t't ightU6f The referin schoo
on the chagSof ~r?" he 'was asked.

"Thlat Is o I episode concerninj
whle&h- i POJIfto say nothing," h

Wht is the estate you represent, ani
what are :MagdtDia. to it?" was th

'am rover for the estate of Mr.. Bea
sie WoodWe--g|n ft that capacity I an
under bonds in the amount of $20,000," .
said.
"What is the nature of the District Co

operative .E009lDPI10l, of which you arn
president an anager?"

"Trstion where employe
ofthe lngare iers'tted I

purchase 5 fOper ,share. Thea
stocks they'-from their siaea
paying so mouch down each month, Who,
the stock is -pai91 ar tha at Rib
erty to borrow on stock, payIng'
per sent ined They can. also purehas
from a local merchant. sivig an rero

-their- stee.d'hf drde'Ib subsequently tak

en up by the ,discounted at 10 pe
echt. This therpioes to s
theitr oney 944*0Jaaaurubases whic1
would otherwise them. It l-sawenlle' inoterd

*~ anude bend in tis a yqa~m
negl tre asylpost ..u I as ms q
that. the aemlsmaan is ahselately .vs
and in a peliste pay everydelrf

bli~tie .-heeld the anemaa he

1MRACRE'SINCOME
What He Said It Was In-
dependent of His Salary.

THAT MINING COMPANY
h-

TKEASRBEE 1AZir 3EA& A
STATXUNT ABOUT IT.

a

Mr. Bpich Xmakas an ofanatm.
HHis Change to the Eural Fr

Delivery Service.

I According to his own statement,. August
Y W. Machen has an income independent of
: his. former salary as general superinten-
d dent of free delivery, of $1,000 a month.
a This income Is derived, he says, from his
t oil properties in Ohio. This statement was
it hade by Mr. Machen a short time before
Y the present post ofice Investigation was be-

gun, and in a moment when he was feeling
In a particularly happy and optimistice frame of mind.d Mr. Machen's friends declare with much
vehemence that he is not being treatede fairly by the secret manner in which theh government Is conducting its case against
him.* The abandonment of the preliminaryd hearing, It Is stated, places the govern-

ment in the attitude of condeming Machen
as a criminal, and then bottling up the
evidence so that the country may have
no meanfs of judging whether there really

6 Is a case against him or not.
The Nining Company.h

With the understanding that an investi-e gation has been begun or is about to begin9 into the ofIcial acts of H. H. Rand. con-
fidential clerk to Postmaster General
Payne. interest is manifested In the Na-
tional Capital Mining Company, of which

Y Mr. Machen is president and Mr. Rand vice
e president. Mr. Rand was seen by a Star
* reporter today and asked if he had any
* statement to make in view of tie notoriety
* he was getting. He replied that because

of his relations with the Postmaster Gen-
a eral he had refrained from being interview-
- ed. However. he believed that statements
r had been made which should be corrected.
m particularly in connection with the copper
i.mining company with which he is connect-
-ed.

I Mr. Rand referred the reporter to Mr.
Henry M. Baker, treasurer of the mining
company, with whom he said he had re-

I cently had a conference, and who he said
t would undoubtedly be able to correct-these
o false Impressions.
ri Mr. Baker, who was formerly a mem-y ber of Congress from New Hampshire, and
D later a candidate for the Senate from that
9 state, gave the following explanation of the
- mining company:
ai Treasurer Bakee's Statkment.

"The company was organized under the
laws of Virginia a year ago last April. with
a capital stock of $150,000. The work of
perfecting the organization was done by

1 myself. Mr. Machen was elected president.
a Mr. Rand vice president. Mr. King scre-

tary and myself treasurer. At the annual
election in April last Mr. King declined re-
election and Mr. F. M. Criswell was elected

I in his place.
The property was originally located by

a Dr. S. W. Scott In the state of Michoacon,y Mex., and the title was put in the name at
-Mrs. Sarah Denton Scott. Upon the or-

r ganisation of the company upon the terms
t which had been agreed upon, which was
-that the parties owning the mineral rightsa in Mexico should have one-third of the
g capital stock and $15,000 in cash, the rights
svested in Mrs. Scott were transferred to
the company. The property consists of

f nearly two thousand acres, on which them
are six distinct mines, more or less de-

z veloped. the company still being engaged in a

a the iork of developing the outcroppings of
mineral in several locations.
I As has been said, $00,000 of the stock

r went to the parties represented by Mrs.
- Scott, and about 50,000 shares have been
sold at 87% apd 50 cents a share, from

Bwhich sales has been derived the $15,000y agreed to be paid to Mrs. Scott, and also
t money for taxes and development. The re-

I miinder of the stock, or 50,000 shares, still
remains in the treasury of the company.
No -officer of the company has received any
compensation for his services.
colfpany, was acquainted with Dr. Scott.

t and under an agreement with him was in-. strumental in the formation of the com-
pany. It is understood by the other share-
holders that he received some compensation
from the Scotts for his services in that re-

,gard. It is a matter of no concern to thd
company what he received, as whatever he
did receive came from the share of thE
Scotts, which was a part 'of the purchase

I money of the stock.
"No share of the stock of the company

r has been disposed of other than for cash,
and no one has received any favors in con-

1nection with price. The majority of the
Istock is undoubtedly owned by parties in
this city. I do not know the employment
of the stockholders, but some of them,Snotably Mr. King, Mr. Rand, Mr. Machen
and Mr. Fenton, were in the employ of the
Post Office Department. I never heard of
Sany subordinate being 'bulldoued' or un-Sduly Influenced in any form, shape or man-
ner to take stock in the company."

Gen., Duadley's Fee.
The payment of a fee of $100 to General

a William W. Dudley, member of a local law
Airm and former commissioner of pensions,
in connection with the location of a postal
substation in the drug store of JTohn W.
Stone in the business section of this city

,has been Investigated by the post office In-
spectors.
General Dudley acknowledges having been

paid for his services In connection with the
locatIon of the substation, and says that
it was entirely a legitimate transaction.
"Mr. Stonh," said General Dudley today,

S"was a Maryland republican, who came
to me and said he believed I could help

,him in getting the substation, which he
desired. I consulted Postmaster Merritt.
-pleaded for Mr. Stone as best I could, and
succeeded.
"Four or five years ago I heloed Dr.

Prentiss to secure a substation in that vi-
einity, but I did not charge him for the

-work. Mr. Stone came to me as a stranger.
,I am aware that it is not a high class of
legal business, but we have to take up lit-
tie matters of that kind as occasion offers
to meet our office expenses."
Druggist Stone complained that after onlySthree months the stato that cost him $100

was summarily removed across the street.
rXr. Speich's Explanation.

It was stated In The Star yesterday that4
Emanuel Speich, bookkeeper in the free do-
livery system, had accepted that jlace at
$1,000 the next day after resigning a 12,000position under the fourth assistant, Mr.
Speich in explaining his reasons for accept-
ing the reduced salary says that the act
was net a voluntary one on his part. The
fourth assistant desired to give his place,
which was the chief clerkship of the divi-
sion of mail depredations, to a man who
had had experience in the field. He of-
fered Mr. Speich a $1,.600 place In the Jdel,
but this Mr. Speich declares he could not
accept on account .of his private business
interests in this city. In discussing the
matter today Mr. Speich gave the history
of his transfer as fellows:
"During the last week in October, 1801.

I was informed through Chief Inspector
-Cochran, who was my immedatet sunpe.o.
officer, that General Bristow desired to
Smake. a -change In the chief clerkshtip of
.the Utail depredations dizient, thea held by

Smysielf, as he wished the place filled by a
a having actnal field experience. Rie

tendere4 me at the s time a posliei as
fold Inspet- at L8., Thi p..u"-- St
was Impossil~e for me to acept on ..eenmt
of the meanawe oceal banss emtepisrinwhich I wasn then engaged,.

"When this satr was broeght tb
attess q4 r. Na-4~hen qm -

ared to eeenn=msmnieuo .eei.
rural Oee *env meifes at
the Earther seseet adiase wa within I

arvasenoom. The .ASm wa.wseuait-
-emuin with a haety 'sm---me UrCie 3
~enenn Cochran, Qestn to th t

trnsW -a as.e I had ase coeim u
~e~Ithe- inrni Des 4i9erTr

- hsse-atsabe e
%4 imne.

S
M 40M.n ins#4M asitAs

been a greater sacrince than to accept the
lower salary in the ra'al free delivery serv-
Ice whicli alewed me to remain In Wash-
ingten. Rence the only -alternative left mewas to separate aself entirely frbm theservies or to seest a reduction In salary."

he Tyne Cas Not Taken Up.
No Witnesses appefted today before the
rand Jury in com=tion with the Post
Dile Depatiaft lwestigation. and, there-
fore. the'Tyne ease has not yet been called
b0 the attention of that body.

APPRA TO COURT.
Kok Deme's Allege They Ar Subjest

to Impoxtifo
At a meeting of the Milk Dealers and

Producers' Association, held last night, It
was Sated that inpesitions had been prao-
iced upon dealers by Inspectors of the
health department, and a committee, con-slating of Mr. IL N. Pebry, president of the
m=ociation: Mr. Blunt and W. A. Simpson,was alpointed to employ counsel to appealthe grievances to court. The associationhas been in existence about three years andnumbers about 125 members, spread over a
territory extending Into Marfland and Vir-ginia.
Its officers are: Mr. F. M. Febry. pres-lent; A. S. Trundle, secretary, and CorbinThompson, treasurer. Circulars are beingsent out to secure. new members.
It Is claimed by the officers of the asso-

ciation that members have been subjectedto Impositions on the part of the eight or
ten milk Inspectors, who are authorized bYthe health department to scrutinise the
methods of the milkmen and to swear out
warrants for their arrest for alleged viola-
tions of District regulations. The milk menclaim that these inspectors are not com-
petent to perforth their duty, In that theyare not practical dairymen, and yet theyhave authority to enforce regulations whichonly an expert Is competent to deal with.A rule especially distasteful to the milk-
men is the one requiring a broom and
Sponge to'be kept In each wagon, to be usedIn cleaning up during each trip. They alsoobject to Inspectors accompanying them on
their trips of delivery, as it is claimed theyare in the way.

NTEREST IN BUDGET I.T.

Eouses of Parliament Crowded to Hear
Debate.

LONDON, June 10.-That the Interestn the political situation had been enhanced
)y the dramatic developments yesterday
was fully evidenced today by the remark-
Lble animation and alertness of everybody
a and about the houses of parliamAent
when the time approached for the resump-ion of the debate in the house of commons
Mn the amendment of Henry Chaplin (con-ervatIVeto the, budget bill.
The answers to the questions not re-

'erring to the great problem of the daypased almost unnoticed, so keen was thewnxiety to get to the all-absorbing topic.The debate was resumed by Maj. Seeley(cotservative), who as a convinced free
trader, rejoiced In the repeal of the grain

SUGGESTED BY FimrDS.
rwo Candidates for Place on the Dis-

trict Bench.
Members of the bar today continued to

'Vince Interest In the matter of the ap-pointment of an associate justice of theSupreme Court of the District of Columbia,
to succeed Justice Hagner, retired. The
lame of Representative Jenkins has been
udded to the list of candidates. It is said
that friends of Mr. Arthur A. Birnsy of theocal bar have been working quietly, butNLrnestly, in his behalf, hoping that he will
)e selected for the vacancy.

REVOLT ENDED.
enesuelan Insurgent Leaders Go to.

Curacao.
WILLEMSTAD, Island of Curaeao. JuneLO.-General Mato@ and the generals who
rupported him in the revolutionary move-nents in Vinessels have returned here.rhe revolt against President Castro ismded.

aahington Stock 1hehange.Sal-Regulr cmii, 12 a-elock um.-.pital Time.ion 4 -$1, at 106. f1,50)at 106 CbLnd Potomac Telon Ds1,0 at' 106%. 414000106%. Ca tlTtion 1 at 124%. Am0r0aeearity and ..6 at 188%. Washingtonaaand Trust, 10 at io, 1 at C10. Union Trust,.0 at 106%. 5 at 10%. Washigton Gas, 25 at 88.IessaleiJnotye. 19 at 1 %, 10 ti188%, 10it 10 at 12. Lanston Mont00 , 100 at1%. A er call-Greene Copr, 5 at I . Wash-ngton Loan and Trust, 6 at 10. Capita Traction,at 124%. Mergentbaler Linotype, 10 at 183%.Railroad Bonds.-Ca Tretlone4s. 105% bid,L06% asked. Metropolstau8, 119 bid, 122 asked.hietrOpOlitan cert. indebt., A. 105 bid, 107 asked.letro tan cert. Indebt., B, 105 bid, 107 asked.lum t, 117 bid, 120 asked. Columbia 5a, 10614. 107% asked. City and SOubrban Zs, 92 bid.Anacoetia and Potomac 5f, 92 bid. Washingtontailway and Electric a,t75% bid, 76 asked.Miscellaneous Bonds.-Washington Gas 6., seriesL, 103 bld. Washington Gas f, serIes B, 102 bid.U. S. Electric Light deb. Imp. s 10% bid, 104%sked. U. . Electric Light cert. .ind., 6, 103? bid.Dhesapeake and Potomac Telepbone 5., 10 bId.L06%~asked. Washington Market lst 6., 108% bid.ifasonie Hall Association US, 13 bid.
safe Deposit and Trust Stocks.-National BsaeDeisit and Trust, 135 id 150 asked. Wasin-Iean and Trast, 210 bi,214 asked.ase-

uma Security and Trust, 316 rs,- asked, Wash-

ngton Safe Deposit 85 bid. Union Trust and Stor-gi, 106% bMd, 106% asked. Washi Savings
Bank, 105 bid. American Security Tr7ust eart.,L40 hid, 110 asked.
Railroad Stocks.-Capia Traction, b23ehd,LM4% asked, WRailte an crs

re,.41 asked. WsignRaIwayr and Bise-sicorn., 9 bid, 11 asked.ational Bank Stocks.-Bank of Washington, 440sid. ieooitan, 0hd 800 asked. Central,

M00 bid. larmecs and Mec=anl=', 800 bid, See-

ad, 145 bid, 151 asked. Citisss',28 5shed. nalatie, 20 hid. Capital, 1* id
irs', 150 bid. IconlStbid. Rgg, 660 bId.hanerican, 106 bid, 110 ask

Insurance Stoeks.-i'remnen' S bid. 80 asked.Pranlin, 45 bid. 85 asked. letpoitan 75bd1) asked. Coreran, 75 bid. Potomnacb, d

sted. rintn 31 bid. German-American, 200ild. Natioa Union, 7bid, 9 asked. Caolnmhba
1bid, 12%-8%abid. People's.6,om7easked. 3-bidColonial. 80 bid.

Title Insurance Stecks.-Rel REtate TItle, 80dld, 110 asked. Columbia Title, 4 bid, 5 asked.AFashington TItle, 2 bd1%asked.

Telephone and GStoeka.-Oeaek
LId Potomae, 48 aseAmerican Grapoieeom., 8% hi,4 s. American Gapoio,
Iref., 7 bid, 8ase.
Gas Stocks.-WaintaGas, 88% bid, 86 asked.
leorgetown Gas, 72 bd

Machine Stocks.-Mergentbaler inotyeB~188% asked, Lanston Monotype, 9% ld
Miscellaneous Stocks.-Greene Con,.opr 19%iid, 19% asked. Washington Market, 1 ,bd.

(orfolk and Washtngton Steamboat, 210 -3.

ary Dove, 130 bid, 185 askad. Realty Appraisal

kgeney, 22% bid, .26% asked.

Government Bonds.
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IANCE AD TRADE
Heavy Liquidation at Opening

of Stock Exchange.
AOTIVE ISSUES SLUMP
RALLY EMIN AND NULLS TAXE

EOPE "03 BETTEE PRICES,

New T" Mecord. ZanOahe by Steel,
Copper, Sugar, 3. , ., Daltinosr

and Ohio and Others.

NEW YORK. June 10.-Prices of stocks
this morning were smashed under an ava-
lanche of liquidatUidg sales when the mar-
ket opened. Blocks of 1,000 to 8.000 shares
of the principal active stocks were thrown
upon the market and let go on running
sales showing wide fractional variations
for simultaneous quotations. Losses on
the average were over a point. The sell-
ing seemed to come from all quarters, and
general discouragement over the business
outlook was the attributed cause, aggra-
vated by the serious flood news from St.
Louis and the political excitement in Eng-
land. There was a large short interest evi-
dently, which took advantage of the open-
ing break to cover, and powerful interests
executed supporting orders in the market.
As a result there was a substantial recov-

ery, which carried some leading stocks
back to or above last night, but the higher
prices caused a falling off in the buying
and were taken advantage of for renewed
sales to liquidate, so that prices were lower
than before by 11 o'clock. There was a

rally again a little later, but the market
continues much excited and very feverish.
The stock market opened under a flood of

liquidating sales thrown upon the market
in enormous blocks and at wide quota-
tions. Eight thousand shares of Atchison
sold at 4 and 64%, compared with 65%
last night. Six thousand shares of Erie
went at 29% and 3G, compared with 90%
last night. Three thousand shares of Penn-
sylvania sold at 123% and 123%. compared
with 128% last night, and 3,000 shares of
United States Steel sold at 21 and 20%. com-
pared with 29% last night. Al of the lead-
ing active stocks amongst the trunk lines,
coalers, Pacifics and grangers were dealt
in in 1,000 to 2,000 share blocks at declines
of a point or over.
Louisville and Nashville slumped 3%.

Erie second preferred 2%. Southern Pacific
2%, Kansas and Texas 1% and Pressed
Steel Car 1%. There was a quick rally of
2 points in Louisville and Nashville. a point
in Southern Pacific, and higher prices on
second quotations elsewhere. The flood
conditions at St. Louis and notable depres-
sion on the London market were factors in
the heavy selling.
Baring, Magoun & Co. will ship $M0,000

gold coin to Buenos Ayres the latter part
of the week.
The smash at the opening was taken ad-

vantage of by shorts to cover and there
were substantial recoveries which brought
Pennsylvania. St. Paul, Baltimore and
Ohio and Missouri Pacide a shade over
last night. New York Central and Amal-
gamated were lifted to. last night's level
and the Paciics, Atchison and the Eries to
within a fraction. Northwestern, ex divi-
dend, sold 2% over last night. As soon as
it was perceived that the buying was do-
creasing at the rally the prssure to liqUI-
date was renewed, and by 11 o'clock new
low records were being established.
Missouri Pacif broke through par to

90%, Declines in Norfolk and Western
reached 2%. Erie first preferred, 2%; Can-
adian Pacific, 1%, and Atchison. Unlon Pa-
cine, St. Louis Southwestern, Brooklyn
Transit and other stocks lost 1 to 2.
Wheelng and Lake Erie first and second
preferred, and Railway Investsint prefer-
red lost over 4; Brooklyn Union Gas. 3%;
Pere Marquette. 3%. New Jersey Central
and Canada Southern. 2%. and some othaer
minor stocks, 2.
The market continued nervous and ex-

cited, and the occasional rallies seemed to
be due only to quick profit-taking by room
shorts. The higher prices were made a
basis for renewed liquidation. Prices dur-
Ing the second hour went lower than be-
fore. Baltimore and Ohio touched 79%.
Chesapeake and Ohio, 35%; Atchison. 63%:
Wabash, 20; St. Paul, 147%; Union Pacific.
77; Erie, 28%; Reading, 41%; Ontario and
Western, 21%; Illinois Central. 130%; South-
ern railway, 21; United States Steel, 28%;
the preferred. 78%. and so on. There were
many declines of 3 to 4 points In the in-
active list, Pittsburg C. C. and St. Louis
broke 15 and rallied 5. Northern Securities
sold below 86 on the curb. The speculative
leaders rallied 1 to 1% at noon. Bonds were
very weak at noon.
The rally In prices after the noon bout'
waslong continued and was a counterpar

in many respects to that following the
opening, as It was most effective In pretty
much the same stocks. St. PauL. Missou-1
Pacific, Union Pacific, Ceanaia= Pacific.
Rock Island. Baltimore and Ohio, Norfolf
mand Western. Pennsylvania, Rang. Atchi-
son. Sugar and People's Gas got back to
yesterday's close, or only a small fractiedf
below, while Amalgamated sold 1% and
New York Central % above. The general
rum of stocks ruled a point or two abovfi
the lowest. Liquidation continued In somE
of the dormant stocks.
Among the stoqks which today sold at a
lower price than was reached even on May
, 1901, were Aalmgamated Copper, Amer.i-
an Sugar, Baltimore and Ohio, Brooklyn
Eapid Transit. Consolidated (las, New York
Central and Pennsylvania. United States
Steel common and preferred shares reached
the lowest figures of their history, except
for the prices touched momentarily on May
,. 1901.
The market made a rally shortly after 12
o'clock and sentiment became somewhat
more cheerful.

New Tork Stock mrket.
Furnished by W. B. Hlbbs & Co.. bankers
and brokers, 1419 F it., members New York
stock exchange, Washington stock ex-
hange and Chicago beard of trade.
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